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This paper investigates the impact of interindustry wage distribution on structural change in the 
Swedish and US manufacturing sector in the 1970s. Structural change in the centralized Swedish 
labour market reacts far more positive to market pressures towards wage changes than structural 
change in the decentralized US labour market. Support for the Rehn-Meidner model of solidarity 
wages and structural change is found. It is shown how opposing ideologies and policy making 
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The underlying topic in this paper is how ideology and political processes influence the economic 
structure of countries. More specifically, wage differentials and their implications for structural 
change in the manufacturing sector are investigated for Sweden and the United States (US) in the 
period between 1965 and 1990, with special attention to the 1970s. Sweden and the US are studied as 
representatives of opposing economic and political ideologies, namely the social democratic and the 
liberal ideology.  
The predictions of the Rehn-Meidner model of solidarity wages and structural change are 
tested. In this model, a policy of ‘equal pay for equal jobs’ speeds up structural change towards the 
high-paying industries and at the same time incorporates the egalitarian thought of fairness. Up to the 
year 1983, Swedish wage bargaining was strongly influenced by the Rehn-Meidner model and was 
held at a highly centralized level.  
The US labour market, on the other hand, has been characterized by a highly decentralized 
wage bargaining process throughout the entire 20th century. Union membership has traditionally been 
low and has been falling even more after a peak in the 1950s. Furthermore, wage negotiations of 
unions have been held at a decentralized level. The manufacturing sector shows the strongest 
tradeability across countries and thus is the best study object concerning the influence of global 
market forces on different institutional settings. 
In line with the Rehn-Meidner model of solidarity wages and structural change, structural 
change in the 1970s was indeed large in Sweden compared to the US. Also, the pattern of change 
complies with the expectations of the Rehn-Meidner model. A contraction of low-wage industries and 
an expansion of high-wage industries are found for Sweden, whereas there is no such relationship 
found for the US structural change.  
In this paper, a model that traces the influence of market force changes on the difference in 
the structural change pattern between centralized and decentralized labour markets is introduced. In 
Sweden, centralized bargaining has suppressed market forces in the wage bargaining process up to the 
beginning of the 1980s. US wages, on the other hand, have predominantly been determined by market 
forces. Assuming market forces in the manufacturing sector to be of a similar nature across 
industrialized countries, US wage changes  are taken as a mirror of the underlying market force 
changes in the US as well as in Sweden. Consequently, US wage changes of 28 manufacturing 
industries are regressed against the differences in employment share changes between Sweden and the 
US. The Swedish employment shares show a far stronger positive response to these market force 
changes than US employment shares. The results of this paper support the predictions of the Rehn-
Meidner model of solidarity wages and structural change, and give an example of the influence of 
ideology underlying policy making on the economic development of countries.  
 The paper is constructed as follows. Section 2 reviews the literature and provides the reader 
with background information on historical developments. Also, a model for structural change is 
introduced. Section 3 states the hypotheses. Section 4 describes the data and methodology used in the 
empirical analysis. In section 5, the results of the econometric analysis are shown and interpreted. 
Finally, section 6. 
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2. Background & Literature Review 
2.1 Political Ideology & Inequality 
Sweden has often been described as the epitome of social democratic success (Svallfors, 1993) as it 
has strongly incorporated the notions of equality into its policy making while showing strong 
economic performance and growth during the 20th century. With a strongly egalitarian mindset behind 
it’s welfare mix and economic and labour policies, Esping-Andersen (1990) described Sweden as the 
archetype of a social democratic regime type. The United States, on the other hand, have a strongly 
liberal mindset governing their social and economic decision making and are thus described as the 
prime example of the liberal regime type (Esping-Andersen, 1990).  
In accordance with this classification of Sweden and the United States into different political 
regime types, Sweden has consistently been showing a more equal personal income distribution than 
the US (Goodin, Headey, Muffels, & Dirven, 2000, Blau & Kahn, 1996). Nielsen, Alderson and 
Beckfield (2005) have conducted a comprehensive study sketching the major income inequality trends 
for the major industrialized countries. Most advanced societies have shown increases in the Gini 
coefficient in the second half of the 20th century, with the coefficient for the United States constantly 
rising from the end of the sixties up to today. Sweden, on the other hand, has contrasted this 
development with a Gini coefficient that has fallen in the preceding decades, reaching an historical 
low in 1981 (Nielsen et al., 2005).  
Several factors influence the income, and wage, distribution, with institutional mechanisms on the one 
hand and changes in market forces on the other hand. In particular, the globalization hypothesis and 
technology skill complementarity argue for changes in the labour demand to influence wage 
inequality (E.g. Leamer, 1996; Freeman, 1995; Lawrence and Slaughter, 1993). Through trade, 
especially domestic goods that require a high input of unskilled labour face strong competition from 
low-wage countries. Thus, wages for low-skilled labour will fall with respect to wages for high-
skilled labour under globalization pressures. Technology skill complementarity originates in case 
technical progress requires highly qualified staff to handle new technologies. Both globalization 
pressures as well as skill-biased technological change will increase the skill premium. These 
influences will also increase interindustry wage differentials if technological progress is faster and 
competitive pressures from abroad are higher in certain industries. 
Yet, the relative influence of institutional vs. market forces on the income distribution differs 
considerably across countries. In particular, institutional mechanisms are given a far higher 
importance in the research concerning the Swedish development (E.g. Hibbs & Locking, 2000; Edin 
& Topel, 1997), whereas supply and demand of labour are relatively more stressed in research 
concerning the United States (E.g. Levy & Murnane, 1992; Davis & Haltiwanger, 1991). This is due 
to the different institutional settings in the labour market, especially with regard to the centralization 
of the bargaining processes and wage levelling  
 
2.2 Wage Levelling & Efficiency 
The liberal school of thought argues in favour of wage differentials as an incentive mechanism that 
pulls employees into the most dynamic and productive industries of the economy. For instance, 
Lundberg (1985) has argued that the levelling of wages causes large productivity-diminishing 
distortions of microeconomic incentives. In contrast, economists arguing for the Rehn-Meidner model 
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of solidarity wages and structural change have pointed out the efficiency of a ‘fair’  wage distribution. 
Edin and Zetterberg (1992) argue that wage differentials merely represent skill differentials and job 
attributes in the long-run equilibrium of the perfectly competitive model of the labour market. In a 
decentralized wage setting scenario, then, wage differentials could develop due to monopoly power of  
local unions and monopsony power of employers. Under the influence of both powers, there would be 
a misallocation of labour and a misalignment of wages, with the result of inefficiently low 
employment and high output prices (Wallerstein, 1999). High-profit employers in a decentralized 
wage-setting arrangement often pay higher wages than predicted by the long-run equilibrium of the 
competitive model (Erixon, 2000). In fact, Hibbs and Locking (2000) found a strong interindustry rent 
sharing pattern in the decentralized US labour market in 1984, whereas Swedish industry, under 
solidaristic wage policy, shows no systematic relationship between profitability and wages in 1983.  
 
2.3 The Rehn-Meidner Model 
2.3.1 Theory 
In the 1940s and 1950s, two Swedish trade union economists, Gösta Rehn and Rudolf Meidner, 
developed an economic model that incorporates the macroeconomic aims of growth, price stability 
and full employment with the egalitarian ideology of equity. With regard to wages, this model argues 
in favour of  solidarity wages, that is, “equal pay for equal work”. Through highly centralized 
bargaining by labour unions, wage differentials that represent profitability of plants or industries, 
rather than skill differentials or labour conditions, are to be evened out1. This labour policy has strong 
underlying egalitarian ideology (Svallfors, 1993). Yet, the Rehn-Meidner model was not grounded 
merely on the pursuit of an egalitarian society. The levelling of wages across plants and industries is 
predicted to initiate and speed up structural change towards the more productive industries. Thus, 
equality is combined with the goal of a dynamic economy and economic growth. The often cited 
trade-off between equity and efficiency does not exist in this model.  
Rather than relying on a ‘pull’ effect under decentralized wage-setting, structural change is 
induced through a ‘push’ effect in the Rehn-Meidner model (Edin & Zetterberg, 1992, Edin & Topel, 
1997). As wage negotiations are conducted at a centralized level, low-productivity companies or 
industries can no longer persist to pay below-average wages. Yet, their low productivity does not 
allow them to operate profitably if wages between the industries converge. Thus, low-paying 
industries and plants are forced to contract. Analogously, market pressures towards higher wages will 
be suppressed in the profitable firms and industries of the economy (Erixon, 2000) and employment 
opportunities are increased. As employees are pushed out of contracting industries, high-profit 
employers can absorb these employees at similar wages and do not need to rely on the pull 
mechanism of higher wages. Consequently, productivity and economic growth are spurred through a 
fast structural change towards more productive industries and companies. This transfer of employees 
between industries only runs smoothly if the freed employees are qualified to perform the jobs created 
                                                 
1 It should be explicitly noted that the original Rehn-Meidner did not argue in favour of complete wage 
equalization. Their fair wage differentials were supposed to persist between different skill levels and working 
conditions. Criticism of  the Swedish model often addressed the long-run efficiency distortions of skill 
differential contraction (Lundberg, 1985), which were not originally suggested by Rehn and Meidner.  
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in the expanding industries. To prevent structural unemployment, a flexible labour force is necessary. 
Therefore, solidarity wages in the Rehn-Meidner model are complemented with active employment 
programs including retraining. 
 
2.3.2 Implementation of the Rehn-Meidner model & US wage policies 
Before the implementation of the Rehn-Meidner model, Sweden had already shown a strong union 
organization. Yet, wage negotiations became even more centralized starting from around 1956 (Hibbs 
& Locking, 2000), with the strongest wage convergence between the 1960s and 1983. Of special 
interest in this process is that the wage levelling was initially strongly advocated not only by the 
central organization of blue-collar labour unions LO (Landsorganisationen i Sverige), but also the 
employer organization SAF (Svenska Arbetsgivareföreningen). This is to be explained by the 
relatively lower expected wages for high-performance companies and industries.  
Due to ‘distributional tensions’ (Hibbs & Locking, 2000, p. 764) between and within blue- 
and white-collar unions, the solidarity bargaining structure came to an end in 1983. A major problem 
for the employers was that their demand for highly skilled employees was exceeding the supply. Due 
to the wage levelling across skill levels, financial incentives to invest in education and skill 
acquisition were too weak to satisfy the demand of the industry.  
In contrast to the highly centralized bargaining system in Sweden up to 1983, the US has had 
a much more decentralized wage determination process. From the 1970s through the mid-1980s, the 
already-low union density experienced an even further decline (Davis, S. Haltiwanger, Katz, & Topel, 
1991). Moreover, the union coverage that did exist operated on a highly decentralized basis, with 
negotiations usually being held at the local or enterprise level (Edin & Zetterberg, 1992). Despite this 
change in union density, that is, an institutional factor, research explaining changes in the wage 
inequality in the US concentrates mainly on changes in market forces. Davis et al. (1991) as well as 
Levy and Murnane (1992) point to skill-biased technical change as the major driver behind the rising 
wage inequality in the US. Additionally, increased competition through trade is often mentioned to be 
the driving force for the increase in wage inequality in the US (Leamer, 1996; Freeman, 1995; 
Lawrence and Slaughter, 1993) 
Graph 1 shows the distributional pattern in the US and Swedish manufacturing sector between 
1965 and 1990, using an interindustry Theil index. The Swedish interindustry wage distribution is 
equal compared to the US distribution throughout the entire period under study. Furthermore, the 
Swedish distribution becomes even more equal in the decade between 1970 and 1980 (note that the 
special feature of the Theil index is nonlinearity, with changes in inequality in relatively low areas of 
the measure showing only minor changes in the Theil index). Within the same period, on the other 
hand, US inequality drastically surges upwards from a manT  of 0.008 in 1970 to 0.012 in 1980.  
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2.4 Structural change 
The discussion of the Rehn-Meidner model suggests the interrelatedness between wages and 
structural change. In particular, wage setting mechanisms are argued to influence the development of 
structural change. This section develops a more formalized discussion linking the divergence between 
prices and wages to labour demand changes in industries. Subject to some adjustments, Andersson, 
Gustafsson, and Lundberg (1998) is followed in the discussion of a model for structural change.  
An indicator of the rate of structural change σ in the manufacturing sector is used, which sums up the 
changes in the employment shares of industries between two points of time.  














L=  is the share of the ith industry of total employment in manufacturing in year t and n 
is the number of industries. 
To analyse the interindustry structural change pattern between Sweden and the US, the specific 
factors or Ricardo-Viner model can be used. In this model, all industries produce a homogeneous 
product. Labour L is perfectly mobile, capital K i  is industry-specific, and prices p i  are given by 
world market prices. Labour demand in industry i in the short-run, where capital is fixed, depends on 
prices, technology t i  and the wage rate w. 
 
 ( )twpLL iii ,,=       (2) 
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Technology improvements and price increases will have the same effect on labour demands and can 
be treated as one phenomenon for the purpose of this paper, illustrated only for the case of price 
changes. Changes in the labour demand will, thus, depend on the difference of change in prices 
relative to changes in the wage rate, as well as on the elasticity of demand, λ.  
 
 )ˆˆ(ˆ wpL iii −= λ       (3) 
 
In the following discussion, differences in the elasticity of demand are not accounted for.2  
In case of a change in world market prices, employment will fall in industries in which prices fall 
relative to wages, whereas employment will rise in industries in which prices rise relative to wages. 
Thus, structural employment change is expected to develop in a way that highly dynamic, high-
technology industries are expanding.  
 
 )ˆˆ( wpada iiii −= λ       (4) 
 
The more price, or technology, changes differ across industries, the more structural change is to be 
expected.  
Connecting formula (4) for industry employment changes with formula (1), we get a formula 
explaining interindustry job turnover, that is, structural change, with the divergence of prices (and 












λσ     (5) 
 
Connecting the discussion of the wage negotiation processes in Sweden and the US in the 1950s-
1980s to the above shown Ricardo-Viner model, we can formulate expectations regarding the 
different pattern of structural change in the two countries.  
The assumption of wages reflecting the equilibrium of the competitive model has been 
falsified by the above mentioned interindustry rent-sharing pattern in the US (Hibbs & Locking, 2000). 
Hence, wages are not determined economy-wide, but are likely to follow price changes. In Sweden, 
on the other hand, the centralized solidarity wages act as a buffer of wages with respect to price 
changes. Consequently, the divergence between prices and wages ( wp ˆˆ − ) following from an 
industry-specific price increase will be far more pronounced under the Swedish model than under the 
liberal US system. This leads to the expectation of more dramatic structural change in the centralized 
                                                 
2 Bruno, Falzoni and Helg (2003) have investigated the labour demand elasticity of OECD countries in the 
period between 1970 and 1997, reporting the average elasticity for 40 manufacturing industries. They have 
found a far higher labour demand elasticity in the US (0.81 in the long-run) than in Sweden (0.33). For our 
discussion, we see that world market prices and the Swedish wages must be diverging to a higher degree than 
world market prices and the US wage to arrive at the same extent of labour demand change.  The structural 
change measure in this paper finds stronger change in Sweden than in the US for the 1970s. The differing labour 
demand elasticity would predict the opposite, ceteris paribus. This divergence of our observations and the 
predictions on the basis of the elasticities gives additional proof to the assumption that US wages follow prices 
and market forces to a far larger extent than Swedish wages do. 
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Swedish labour market than in the US and fits the predictions of the Rehn-Meidner model of 
solidarity wages and structural change.  
Hibbs and Locking (2000) and Edin and Topel (1997) have found support of the Rehn-
Meidner prediction of increased structural change.  
To test the predictions of the Rehn-Meidner model, not only structural change itself, but also 
the pattern of the structural change must be analysed. Edin and Topel (1997) argue that, “if 
restructuring were consistent with the Rehn-Meidner goals, then it should be the case that low-wage 
industries contracted and high-wage industries grew”. This is the case in their study. Yet, changes in 
the underlying market forces were not considered in any study testing the Rehn-Meidner model. In 
fact, Edin and Topel (1997, p.183) implicitly argue in favour of a comparison of interindustrial 
employment trends under different wage-setting regimes by comparing the fabricated metals industry 
between Sweden and the US. However, they fail to provide a more coherent statistical analysis.  
3. Hypothesis 
 
From the discussion above, the following hypotheses regarding structural change evolve: 
 
• Hypothesis 1:  Structural change in the 1970s will be stronger in Sweden than in the US. 
• Hypothesis 2a:  Relative employment growth of Swedish manufacturing industries  will be  
positively correlated to initial relative wages. 
• Hypothesis 2b: US employment change will be less positively correlated to US initial wages 
than Swedish employment change will be correlated to Swedish initial wages.  
 
This paper will introduce the testing of dynamic factors into the analysis of the Rehn-Meidner model 
of solidarity wages and structural change. such as world market prices and technology changes. 
Therefore, developments in the US are taken as a proxy for the Swedish underlying market forces and 
its outcomes regarding structural change. Wage changes in the US are taken as changes in the shadow 
prices of labour in Sweden.  
 This testing method relies on strong assumptions, though. It is assumed that (1) relative wage 
changes in US industries are determined through supply and demand of labour, which depend on 
world market prices and technology changes. Assumption (2), then, states that Swedish wage changes 
are of political nature and do not reflect market pressures. The strongest assumption is that (3) the 
market pressures are analogous in the US and Sweden. From the demand side, world market prices 
will influence the demand for labour in a similar fashion, and worldwide technological advances will 
influence the wages in industries across countries (Davis et al., 1991).  Goods of the manufacturing 
sector are generally assumed to be tradeable to a relatively large degree, so our data selection favours 
assumption (3). Demographic change due to the Baby boom and an increase in the level of education 
of the population in the last decades have been the major supply side changes across industrialized 
countries(Levy & Murnane, 1992). Working with assumption (1) and (2), it can be predicted that 
changing market forces will have a stronger impact on the employment change in Sweden than in the 
US. Whereas the  prices for labour act as a shock-absorber in the US, the Swedish labour market 
needs to react through structural change. High-performance industries in the US need to ‘pull’ 
employees through offering higher wages, whereas the Swedish labour market works with the ‘push-
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mechanism’, under which low-productivity industries contract and thus release employees to be 
employed by expanding industries at a similar wage. Adding assumption (3), we arrive at: 
 
• Hypothesis 3: The difference between Swedish and US employment change will positively 
depend on market forces pressing for wage changes, as measured by US wage changes. 
 
4. Data & Methodology  
4.1. Data 
The data for the empirical analysis in this paper (and its extended version) is extracted from several 
issues of the Industrial Statistics Yearbook published by the United Nations. Data for the year 1965 is 
copied from The Growth of World Industry, which is the corresponding United Nations publication 
for earlier years. The following data for 28 manufacturing industries is compiled into a data set: 
average number of employees; wages and salaries of employees; average number of operatives3; 
wages and salaries of operatives. These observations are collected for two countries, Sweden and the 
US, and six years between 1965 and 1990, in five-year intervals. 
Manufacturing industries are categorized according to the International Standard Industrial 
Classification (ISIC2) by the UN. In total, 28 categories at the three-digit level are distinguished. 
 
4.2 Methodology 
4.2.2 Regression analysis 
To observe the extent of structural change, the absolute values of relative employment changes in the 












This measure already includes a weighting for employment shares. To measure the impact of initial 
wages and wage changes on employment changes of industries, the employment changes are de-
weighted, though. It is thus measured how much an industry expands or contracts with respect to its 










aaa −=Δ −  
 
                                                 
3 The category operatives “refers to all employees directly engaged in the production or related activities in the 
establishment” (United Nations, 1983, p. x). Employees in this category are also referred to as blue-collar 
workers or production workers in this paper. 
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Assuming the US wage changes to mirror universal changes in the underlying market forces across 
countries, we regress US relative wage changes and take the difference of the relative employment 
shares between the Swedish and the US manufacturing industries as the dependent variable. A model 























The inclusion of the 1970 Swedish initial wages besides the US wage changes allows to isolate the 
impact of changing market forces underlying the wage changes from market forces that have 
influenced relative wages in 1970. Through the highly similar industry wage patterns across industrial 
countries with diverse labour market conditions, the outcome is hardly influenced by the choice of the 
country from which the initial wages are included in the model. It has been checked whether the 
explanatory variable of the US relative wage change merely explains the employment changes in the 
US rather than the difference in the employment changes. This model shows a very poor fit 
( 16.1,05.02 −== tR ), though, and we can thus conclude that the above shown model has more 
explanatory power.  For the empirical analysis, the statistical package Eviews 5.1 is used. 
 
 
5. Results & Discussion 
 
Hypothesis 1 states that, due to the buffering effect of flexible wages, US employment changes are 
expected to be smaller than Swedish ones. Indeed, the average change in employment shares of 
manufacturing industries, 19701980−σ , has been 14.4% in Sweden compared to 11.8% in the US.  
 The nature of the structural change gives strong support for the Rehn-Meidner predictions.  
There is a striking difference in the influence of initial wages on employment share changes in the 
1970s between Sweden and the US. For Sweden, the coefficient for initial 1970 relative wages is 1.85, 
which is a highly significant result at a level far below the generally accepted 5% level. In the US, on 
the other hand, there is no significant relationship to be found. Hypotheses 2a and 2b are, thus, 
confirmed. 
 The core hypothesis of this paper predicts that Swedish employment changes will be more 
positively influenced by the decentralized wage changes than US employment changes. Regression 
results for the difference of employment share changes are shown in table 1. US wage changes indeed 
show a highly significant and positive coefficient in the explanation of employment change 
differences. If this is the only exogenous variable in the estimation, a 10% US wage increase in 
industry i  will cause the employment share of the corresponding Swedish industry to expand 18.8% 
more than the US one. This result is significant at a level below the essential 5%. However, US wage 
changes and initial Swedish wages have a 0.48 correlation coefficient. Furthermore, initial Swedish 
wages, as shown above, have a major influence on Swedish employment changes, a part of the 
endogenous variable. Table 1 shows that Swedish initial wages also have a significant positive 
influence on the dependent variable. Therefore, the final regression shown in table 1 includes both 
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explanatory variables. Coefficients as well as the t-values fall for both exogenous variables, but stay 
significant and positive. The R-squared is higher (0.57) for the final regression than for the two partial 
ones (0.388 and 0.44, respectively).  
 Due to the correlation between the two explanatory variables, individual coefficients are 
somewhat imprecise. However, a serious problem with multicollinearity in multiple regression 
analysis is usually defined to only appear at a correlation coefficient of 0.75 and upwards 
(ResearchConsultation.com). It would be possible that the US has experienced the same structural 
change pattern as Sweden in the decades before already, in the case of which we would draw the 
wrong conclusions from the regression of the changes. In this case low-paying industries would be 
expected to be smaller in the US than in Sweden to start with. A regression of 1970 wages on the 
difference of the employment shares rejects this potential obstacle, though. It is, consequently, 
concluded, that hypothesis 3 is strongly supported by the data analysis.  
 
Table 1; Regression results (absolute t-values in parentheses)  
  Dependent Variable 




















1,85   1,72 1,22 
(5,59)   (4,44) (3,09) 
Relative wages US 
1970 
 0,05    




  1,88  1,21 
  (4,07)  (2,67) 
C 
-1,82 0,07 -0,012 -1,68 -1,20 
(5,55) (0,34) (0,25) (4,35) (3,10) 




This paper has shown that different underlying ideologies and political processes in the wage 
determination process clearly show in the resulting wage and employment distribution. Ideology that 
influences institutional settings has a strong impact on the economic structure of a country. 
 In particular, this paper finds evidence in favour of the Rehn-Meidner model of solidarity 
wages and structural change. Under centralized wage bargaining and a convergence of wages, 
Swedish low-wage industries have contracted their employment shares in the 1970s, whereas high-
wage industries expanded. On average, an initial wage of 10% above the mean wage has led to a 
18.5% increase in the employment share of an industry. In contrast, we can find no significant effect 
of initial wages on US employment share changes.  
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Differences in the employment share changes of manufacturing industries between Sweden and the 
US are positively influenced by US wage changes. The employment share of a Swedish 
manufacturing industry rises significantly more as a result of an US wage increase in a particular 
industry than the employment share of the corresponding US manufacturing industry. In a model that 
also includes initial wages as an explanatory variable, a 10% wage increase in a US manufacturing 
industry leads to a Swedish employment share change that is 12.1% higher than the corresponding US 
employment share change. This result is in line with the Rehn-Meidner model, as the US wage 
changes are taken as shadow price changes of labour in Sweden and the US employment changes are 
seen as indicators of employment changes that would have taken place under decentralized wage 
bargaining in Sweden. The estimation supports the Rehn-Meidner prediction that structural change 
will develop towards the dynamic, high-paying industries if wages are contracted towards the mean 
and inflationary forces on high-wage industries are suppressed.  
 A limitation of this paper is that the impact of the wage levelling on overall productivity and 
output is not tested. Through the contraction of the low-wage industries in the economy, productivity 
and the average wage are assumed to be raised. We have shown that structural change in Sweden has 
developed according to the predicted pattern. The impact of this structural change on output and 
productivity is left to additional research. Furthermore, the results are country-specific, as the Rehn-
Meidner model is specific to the Swedish labour market in the decades after WWII. The relationship 
between wage levelling, inequality and structural change should be analysed across a wider range of 
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